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Message Text 

UNCLASSIFIED 

PAGE 01 PEKING 01043 2406 15Z 
ACTION SCS-05 

INFO OCT-01 EA-09 ISO-00 EB-07 TRSE-00 SCA-01 L-03 
/026 W 

240617Z 016990/12 

R 240246Z MAY 77 
FMUSLO PEKING 
TO SECSTATE WASHDC 7855 

UNCLAS PEKING 1043 

PASS EA/PRCM 

E.O. 11652: N/A 
TAGS: CFED, EFIN, APER 

SUBJ: CHANGES IN US TAX LAW AEFECTING US CITIZENS WORKING 
OVERSEAS: 

REE: STATE 115543 

1. USLO OFFICER WHOSE WIFE WORKED PRIVATELY ABROAD IN 1976 
REQUIRES CLARIFICATION ON CONTENTS OF REFTEL IN ORDER TO COM- 
PUTE HIS 1976 TAX. NO ONE AT POST IS QUALIFIED TO PROVIDE 
ANSWER. 

2. IN ADDITION TO THE CHANGES CITED REFTEL, THE TAX REFORM 
ACT OF 1976 

MADE A CHANGE IN THE COMPUTATION RULES FOR THOSE 
TAKING ADVANTAGE OF THE FOREIGN EARNED INCOME EXCLUSION. 

UNDER THE NEW LAW, AS EXPLAINED IN PUBLICATION 54 (TAX GUIDE 
FOR U.S. CITIZENS ABROAD), "ALL INCOME YOU RECEIVE IN EXCESS 
OF YOUR EARNED INCOME EXEMPTION IS TAXED AT THE HIGHER TAX 
RATE THAN WOULD HAVE APPLIED HAD YOU NOT CLAIMED THE EXEMPTION". 

3. OFFICER'S QUESTION: HAS THIS PROVISION ALSO BEEN CANCELLED 
RETROACTIVELY BY 1977 LAW? 

UNCLASSIFIED 

UNCLASSIFIED 

PAGE 02 PEKING 01043 2406 15Z 


4. WOULD APPRECIATE EA/PRCM CONTACTING "DEPARTMENT 
CO CERNED" AND TRANSMITTING ITS RESPONSE TO USLO 
BEFORE JUNE 15 FILING DEADLINE. 

DEAN 
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